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WARDLIR 


CANADA’S HOLIDAY AIRLINE 


1976 IN BRIEF 


Operating revenue 

Operating expenses, before depreciation and amortization 
Cash operating income 

Depreciation and amortization 

Net earnings for year 

Operating margin 

Return on investment 


Earnings per common share 


1976 
$75,974,806 
64,899, 802 
11,075,004 
5,279,113 
1,036,649 
7.6% 

9.6% 

$0.22 


1975 
$70,096,428 
55,305, 199 
14,791,229 
4,997,915 
4,660, 140 
14.0% 


14.8% 
isos 


Change 
+ 8.4% 
+17,3:% 
—25.1% 
Fis O0 
—77.8% 
—45.7% 


— 35.1% 
—83.5% 
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To Our Shareholders 
and Employees 


Consolidated earnings for 1976 were $1,036,649 and In our nine-month report for the period ended 
after provision for the payment of $324,000 in September 30th, 1976 we forecasted that our year end 
preferred share dividends, earnings per common share earnings would not attain 1975 levels. 
were 22c. These results compare with 1975 net 
earnings of $4,660,140 or $1.33 per common share. Subsequent to the acquisition of the tour 
operations of Travel Fun Tours, International Vacations 
Consolidated revenues for the year, excluding the Ltd. (Intervac) had to undertake the complete 
sales value of land tour packages and hotel production of Hawaii destined Inclusive Tour packages 
accommodations were $75,974,806 compared to during the first quarter of 1976. In addition, 
$70,096,428 in 1975, an increase of 8%. introduced Advance Booking Charters to Hawaii on 


Cash Flow vs Operating Revenue Debt vs Equity 
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relatively short notice and did not achieve the load 
factors hoped for in either of these operations. 
Although the Hawaii destined Advance Booking 
Charters did not catch the public’s eye during the early 
part of 1976, they have sold very well during the early 
part of 1977, as have our Inclusive Tours. 


There is little fat in charter airfare yields and 
although the summer North Atlantic traffic did reach 
sales targets, it could not cross-subsidize the low 
per-aircraft-mile yields suffered during the early part of 
1976, resulting in a much reduced earnings picture for 
1976 when compared to 1975 earnings. 


With planned fleet expansion, maintenance costs 
will become more evenly spaced when considered on 
an annual basis, thus eliminating the necessity for 
year-end overhaul reserves. The enlarged fleet will also 
help to alleviate non-availability of seats, as was the 
case in November, 1976 when a 747 aircraft was out of 
service for a factory overhaul. Effective year-end 1976, 
annual overhaul reserves have been eliminated. 


After a successful winter/spring 1975-76 season 
operating the Trelawny Beach Hotel in Jamaica 
through our subsidiary, Wardair Jamaica Ltd., we 
completed many improvements and recruited excellent 
staff in anticipation of an even better winter/spring 
season during 1976-77. Unfortunately, adverse 
publicity over conditions in Jamaica coupled with an 


‘ impending Jamaican election, created uncertainty in 


the minds of many Canadians as to the suitability of 
that holiday destination, all of which occurred at a 
critical period during our winter product marketing 
program. 


Sales to the Trelawny Beach Hotel were so poor 
that we returned the hotel to its owners, the 
Government of Jamaica, during December, 1976 and 
suffered a $422,485 write-off. 


Regardless of the adverse Trelawny Beach Hotel 
financial results, we are pleased with the experiment 
and remain enthusiastic to undertake further hotel 
involvement to achieve a vertically integrated airline/ 
tour operator/hotel concept. 


Wardair Canada [1975] Ltd. 


This Company is the airline operating arm of 
Wardair International Ltd., serving both international 
and northern domestic charter markets. 


The Northern operation is based at Yellowknife, 
N.W.T. and operates a fleet of six De Havilland Twin 
Otter aircraft, one Bristol Freighter 170 aircraft and a 
Mitsubishi MU2 turbo-prop aircraft. 


The International operation is served by two 456 
seat Boeing 747-100 aircraft and two 183 seat Boeing 
707 aircraft. 


International operations are conducted under a 
Class 9-4 International license from the principal 
Canadian cities of Vancouver, Edmonton, Calgary, 
Winnipeg, Toronto and Montreal to the United 
Kingdom, Europe and Mediterranean countries, the 
mainland U.S.A., Caribbean, Mexico and Hawaii. We 
look forward to soon operating from the additional 
Canadian cities of Saskatoon, Saskatchewan, Ottawa 
and London, Ontario. 


In addition to the foregoing, we originate traffic in 
the U.K., destined to the Canadian market. 


Wardair Canada (1975) Ltd. charters its aircraft to 
tour operators such as Skylark and Intervac, who in 
turn market Inclusive Tours and/or Advance Booking 
Charters to the public direct or through the travel 
agent trade. Approximately 82% of Wardair passengers 
book their flights or holidays through Travel Agents. 


It is anticipated the airline will continue its record 
of solid growth in the Holiday Travel Market. 


Capital Expenditures and Depreciation 


Millions of Dollars In this connection, the Company announced in 


30 March, 1977 plans to purchase two additional 456 seat 
: Boeing 747 Jumbo Jets plus two 301 seat Douglas 
DC10-30 long range aircraft. Both aircraft types, 


20 Boeing and Douglas, will be powered by General 
Electric CF 6-50 C1/E1 power plants of 52,500 lbs. 
thrust. The two 183 seat Boeing 707 aircraft currently 
in service will be phased out of service as the new 

us aircraft are delivered. Arrangements have been made 
for the sale of these aircraft for 14.5 million dollars. As 

i a result by May 1978, Wardair’s international fleet will 
be all wide body. 

4 Fleet composition will be as follows: 
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May 1978 April 1979 
Boeing 747-100 2 
Boeing 747-200 1 
Douglas DC10-30 ee 
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The new Edmonton hangar and maintenance 
facility will be completed and occupied during April, 
1977. Due to the selection of General Electric power 
plants for the new aircraft, an engine module 
separation plant was added to the hangar and further 
changes were effected to handle additional workload 
requirements. 


n 


In last year’s Annual Report we commented on the 
regulatory framework under which we must operate. 
Little progress has been made in persuading the Air 
Transport Committee of the Canadian Transport 
Commission that charter availability should be made 
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‘66 6/4 661-69 = 70871 72°73. 74. 75" 76 more accessible to the leisure market traveller. In 
Capital Expenditures il addition, Wardair and other carriers have continued to 
Eepreetnet J make representations to the Air Transport Committee 


Earnings Per Common Share relating to methods of achieving increased productivity 
and efficiency within the charter regulatory 
environment. Any improvements along these lines 
would help to hold down airline operating costs and 
hence help to hold fare increases to minimum levels. 
Wardair will continue these efforts, especially in view 
of the development of “charter class” fares by the 
scheduled airlines which are an effective form of 
competition to charters. We believe in competition, 
but we do not believe in a form of competition that 
enables scheduled carriers to market part-charters 
without the same regulatory restraints applicable to 
charters operated by Wardair. We believe the public is 
entitled to a choice on the basis of both scheduled 
carriers and charter carriers operating under the same 
regulatory framework. 


The Northern division continues to provide quality 
charter service throughout the Northwest Territories, 
the Yukon and Alaska and this division continues to 
operate on a sound profitable basis. Fleet expansion 
and evaluation studies are underway as it is clear the 
Northern division will have to acquire a suitable 
replacement for the Bristol Freighter aircraft. 


International Vacations Ltd. [Intervac] 


This subsidiary is the Canadian marketing arm of 
the Wardair group of companies. It charters most of its 
required aircraft capacity from Wardair Canada (1975) 
Ltd. Its operations include tour packaging, retailing, 


direct sales of ABC seats, ITC tours and wholesaling of 
ABC and ITC programmes to the travel trade. Intervac 
revenues achieved remarkable growth in 1976 and ~ \ =" 
present indications are that by 1978 it will be one of 
the largest leisure travel businesses in Canada. 
| fe 
Travel specialists in Intervac buy hotel space, 
package both low price and deluxe tours plus create se 
new travel markets for the holiday trade. — ae 
In 1976 Intervac continued to market highly 
successful ITC and ABC programmes to Hawaii, 
Florida, Mexico and the Caribbean area and added 
major programmes out of Montreal. 


Wardair Jamaica Limited 


As commented on above, the Trelawny Beach 
Hotel operation in Montego Bay, Jamaica was phased 
out in December, 1976. This subsidiary continues in 
being and it is hoped that in the not too distant future, 
the Jamaican operation can be reactivated. 


Wardair [U.K.] Limited 


This company is a licensed air travel organizer with 
principal offices in London, England. In 1976 it sold 
31,160 ABC seats via Wardair from the U.K. to Canada. 


Despite the problems of exchange, Wardair U.K. 
made a solid contribution to 1976 operating results and 


it is with some measure of pride that we have a 
Canadian-owned company that contributes positively 
to Canada’s balance of trade. 


Wardair Hawaii Limited 


This subsidiary was formed in 1976 for the purpose _ | 
of acquiring, leasing, building or managing hotel or | 
condominium properties in Hawaii. Available hotel 
and apartment space for the thousands of Canadians 
visiting Hawaii every year is becoming more and more 
difficult to obtain. Wardair Hawaii is currently engaged 
in feasibility studies directed to a solution of this 
problem. 


Labour Relations 


Wardair Canada (1975) Ltd.’s collective bargaining 
agreement with the Canadian Airline Flight Attendants 
Association (CALFAA) expired on March 31st, 1977. 
Negotiations for a new collective agreement are 
underway. 


The International Association of Machinists and 
Aerospace Workers (IAM) collective bargaining 
agreement for certain employees in the Maintenance 
and Engineering Department of Wardair Canada (1975) 
Ltd. expires on June 30th, 1977 and negotiations for a 
new agreement will commence prior to that date. 


The Air Crew Association Canada (ACAC) collective 
agreement covering flight crews employed by Wardair 
Canada (1975) Ltd. expires on June 30th, 1977 and it is 
anticipated that negotiations for a new agreement will 
commence in May, 1977. 


Submissions on behalf of union and non-union 
employees have been made to the Anti-Inflation Board 
and pending review, interim wage increases have been 
made in accordance with guidelines for the several 
classifications of union and non-union employees 
subject to the Anti-Inflation Act. 


Outlook 1977 


Our 1977 operating plan for expense control is 
being adhered to by all departments. Early indications 
are that first quarter 1977 results will be the best in the 
Company’s history. Overall load factors are in excess of 
those in 1976 and revenues will exceed earlier 
established targets. 


Anticipated improvement in the Inclusive Tour and 
Advance Booking Charter regulations, if timely, would 
help to increase our productivity and efficiency as well 
as profitability. 


Charter airline fares continue to be a bargain for 
the consumer, as their rate of increase over the past 
years has not equalled the rise in the consumer price 
index. It is only through increased productivity and 


efficiency of the modern Wardair fleet and the 
enthusiastic effort of all of our people in providing the 
best of service that we can continue to maintain a 
strong position in the leisure travel market. 


On behalf of the Board 


Maxwell W. Ward, 
Chairman and President. 


Number of Employees and Salaries, Wages and Employee Benefits 
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Number of Employees 


Salaries, Wages and Benefits a 


3% Domestic 


4% Other — 


23% Wages and Benefits 


2% Retained 
Earnings 


6% Interest 
and Taxes 


7% Depreciation and 
Amortization 


7% Leases, Landing Fees i 


and Terminal Charges 


Source of Revenue Dollar 1976 


61% Advance Booking 


32% Inclusive Tours 


Distribution of Revenue Dollar 1976 


24% Fuel and Oil 


and Services 


, 5% Maintenance 
of Aircraft 


26% Materials, Supplies 


Dollars 
Advance Booking ....... 46,562,269 
InclUsivenloUts ai 23,987,810 
DOMeStICA ere ee er eee eae 2,540,521 
Otheneissec ete eee ea eae 2,884,206 
75,974,806 
Dollars 
Wages and Benefits ......... 17 8097575 
Fuel'and Oil |... ae 18,079,016 
Maintenance of Aircraft ..... 3,825,638 
Materials, Supplies and 
ServiCeSi...4ke eons 1 S70 
Leases, Landing Fees and 
Terminal Charges ......... 5,438,475 
Depreciation and 
ZAAIMOGtIZatlO Nee D243) Ws 
Interest and Taxes .......... 4,928,439 
Retained Earnings .......... 1,036,649 


75,974,806 
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CONSOLIDATED STATEMENT OF 
@ ey / A ~~ 
Earnings ple 
YEAR ENDED DECEMBER 31, 1976 y | 
1976 1975 
REVENUE $75,974, 806 $70,096,428 
EXPENSES 
Flying operations 38,518,783 35,835,290 
Aircraft, traffic and passenger services 14,170,938 12,660,314 
Sales and promotion 8,398,755 4,944 463 
General and administration 3,388,841 1,865,132 
Depreciation 5,061,650 4,765,139 
Amortization of deferred charges 217,463 232,776 
Loss on discontinued operations in Jamaica 422,485 — 
ZOMNZ8,915 60,303,114 
Earnings from operations 57 95,091 9793; 314 
Interest on long term debt y, », 900 4,759,242 — pale 
NET EARNINGS (note 10) y7 / $ 1,036,649 $ 4,660,140 
Z — e ® 
f =a: ce, ¢0e 
EARNINGS PE ON SHARE NS ——— 
Calculated after providing for annual dividends on preferred shares $0.22 $1.33 


The conversion of preferred shares to common shares would have no dilutive effect on the 1976 earnings per 


common share. 


CONSOLIDATED STATEMENT OF 


Retained Earnings 


YEAR ENDED DECEMBER 31, 1976 


BALANCE AT BEGINNING OF YEAR 
As previously reported 


Adjustments relating to prior years (note 1) 
Depreciation 
Provision for overhaul 


As restated 
NET EARNINGS 


DIVIDENDS DECLARED (note 6) 


Preferred shares 
Common shares 


Appropriation to purchase fund for 
redemption of preferred shares 


Prior year purchase fund appropriation 
transferred on redemption of preferred shares 


BALANCE AT END OF YEAR 


1976 


$20;0559271 


268,059 
2,104,263 


1170277593 
1,036,649 
12,064,242 


324,000 
197,254 


521,254 
11,542,988 


300,000 


(300,000) 
$11,542,988 


1975 


$ 5,056,395 


305,688 
1,684, 109 


7,046,192 
4,660,140 
11,706,332 


378,739 


__ 378,739 
11,327,593 


300,000 


$11,027,593 


CONSOLIDATED 


Balance Sheet 


AS AT DECEMBER 31, 1976 


CURRENT ASSETS 


Cash and short term investments (note 2) 
Accounts receivable 

Inventories 

Deposits and prepaid expenses 


FIXED-VASSETS at cost 
Flight equipment 
Land, buildings and equipment 


Less accumulated depreciation 


DEFERRED CHARGES (note 3) 


Approved by the Board 


ASSETS 


10 


1976 


$14,667,804 
Yap o ysl he.) 
PESTS EVES: 


2,974,394 
225390, 303. 


70,860,340 


6,804,789 


77,665,129 


19,354,851 
58,310,278 


1,301, 248 


$81,961,889 


1975 


$16,429,153 
2,305,089 
2,249, 240 
2,770,956 


23,754,438 


68,484 434 
5,637,596 


74,122,030 
14,358,939 


59°765,091 


15 o202 


$85,048,821 


Wardair International Ltd. 


AND SUBSIDIARY COMPANIES 


LIABILITIES 


CURRENT LIABILITIES 


Bank indebtedness 

Accounts payable and accrued liabilities 
Dividends payable 

Charter prepayments 

Principal due within one year on long term debt 


LONG TERM DEBT (note 4) 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 5) 


Authorized 
300,000 12% cumulative redeemable non-voting convertible 
preferred shares, with a par value of 
$10.00 per share 
5,000,000 common shares of no par value 


Issued 
270,000 preferred shares 


3,287,570 common shares 


PURCHASE FUND FOR REDEMPTION OF PREFERRED SHARES (note 9) 


RETAINED EARNINGS (notes 4, 7 & 10) 


1976 


8,267,307 - 
243,000 - 

13,415,347 

6,056,702 - 


27,982,356 


30,377,205 


2,700,000 
1,059, 280 


300,000 


11,542,988 
15,602, 268 


$81,961,889 


1975 


$ 1,709,899 
9,090,759 
90,000 
8,200,369 » 
6,110,002 


25,201,029 


44,505,923 


3,000,000 
1,014,276 


300,000 


A O27R 593 
15,341,869 


$85,048,621 
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CONSOLIDATED STATEMENT OF 


Changes in Financial Position 


YEAR ENDED DECEMBER 31, 1976 


SOURCE OF FUNDS 


Net earnings 

Add charges not requiring cash expenditure 
Depreciation 
Amortization of deferred charges 


Sale of fixed assets 

Deferred charges recovered 
Proceeds from long term debt 
Issue of common shares 


APPLICATION OF FUNDS 


Additions to fixed assets 
Dererred charges incurred 
Reduction of long term debt 
Redemption of preferred shares 
Dividends 


DECREASE (INCREASE) IN WORKING CAPITAL 


DEFICIENCY IN WORKING CAPITAL AT BEGINNING OF YEAR 


As previously reported 

Reclassifications 
Overhaul accrual to accounts payable 
Tour development cost to deferred charges 


As reclassified 


DEFICIENCY IN WORKING CAPITAL AT END OF YEAR 


1976 


$ 1,036,649 


5,061,650 
217,463 


6,315,762 


53,588 
12,581 


45,004 


6,426,935 


3,662,425 


6,128,658 
300,000 
521,254 


10,612,337 


4,185,402 


761,711 


3317726 
353,154 


1,446,591 


$: 5,031,993 
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$ 4,660,140 


4,765,139 
232,776 


9,658,055 
9, 206 
22,007 
10,071,622 


19,760,890 


6,375,159 
85,753 
12,694,971 


378,739 
19,534,622 


(226, 268) 


1,672,859 


1,672,859 


$ 1,446,591 


Notes to 
CONSOLIDATED FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 1976 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


PRINCIPLES OF CONSOLIDATION 


Effective January 1, 1976 Wardair Canada (1975) Ltd., a newly incorporated wholly-owned subsidiary 
company, purchased all the operating assets and assumed the relative liabilities of Wardair International Ltd. 
(formerly Wardair Canada Ltd.). 


The consolidated financial statements include the accounts of the Company and its wholly-owned sub- 
sidiaries, Wardair Canada (1975) Ltd., International Vacations Ltd., Wardair (U.K.) Limited, Wardair Jamaica 
Limited and Wardair Hawaii Limited. All inter-company transactions have been eliminated. 

COMPARATIVE FIGURES 

Comparative figures for 1975 have been restated to reflect an adjustment of depreciation expense and change 
in accounting policy regarding provision for aircraft overhaul as set out below, and 1975 figures have also been 
reclassified where applicable to conform with the presentation used in the current year. 

CONVERSION OF FOREIGN CURRENCIES 

Amounts in foreign currencies are converted to Canadian dollars on the following bases: 
(a) current assets and current liabilities at exchange rates in effect at the balance sheet date, 
(b) fixed assets at exchange rates in effect at the dates of acquisition, 

(c) long term debt at exchange rates in effect at the dates incurred, 
(d) other expenses and revenues at the average annual rate of exchange. 


INVENTORIES 
All inventories are valued at the lower of cost and replacement cost. 


DEPRECIATION 

For financial reporting purposes, depreciation is computed by the straight line method as follows: 
(a) jet aircraft and related equipment—over 14 years to 15% residual value, 
(b) turbo aircraft and related equipment—over 12 years to 15% residual value, 
(c) other equipment and property—at various rates over the estimated useful life of the asset. 

In 1976 the Company adjusted its depreciation expense of prior years to comply with its stated policy result- 
ing in a decrease in net earnings of $37,629 ($0.01 per share) for 1975 and an increase of $305,688 for prior years. 
DEFERRED CHARGES 


Deferred charges are amortized by the straight line method, training expenses over ten years from year 
incurred, lease costs over the term of the lease to-1978, inclusive tour development over five years to 1981, and 
debenture issue expenses over the term of the debenture. 


PROVISION FOR AIRCRAFT OVERHAUL 


In 1976 the Company retroactively changed its policy of accounting for the costs of engine and airframe over- 
hauls and adopted the more predominant method used in comparable circumstances in the industry whereby such 
costs are charged to earnings in the year incurred.. Significant expenditures for modifications will continue to be 
capitalized and depreciated. 

This change in accounting policy results in an increase of $1,684,109 in retained earnings at January 1, 1975, 
an increase in 1975 net earnings of $420,154 ($0.13 per share) and a decrease in 1976 net earnings of $19,055 
($0.01 per share). 


2. CASH AND SHORT TERM INVESTMENTS 


Short term investments include $1,800,000 held in escrow as security for a bond required by the Civil 
Aviation Authority of Britain for an Air Tour Operator’s License. 
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3. DEFERRED CHARGES 


Training expenses 

Lease costs 

Inclusive tour development 
Debenture issue expenses 


. LONG TERM DEBT 


Following is a summary of long term debt: 


6.50% Debenture—Series A, due September 1982, with annual pur- 
chase fund payments of $153,000 in 1977 and $250,000 in 1978, 
$300,000 in 1979, 1980 and 1981 and a final payment of $550,000 in 
1982. These commitments may be satisfied by cash payment, 
purchase of debentures in the open market at par or less, or by 
redemption at varying prices reducing from 103.9% to 100.65%. 


9.00% Conditional Purchase Agreements, due April 1983, with semi- 
annual payments, on principal and interest of $2,161,598. Of the 
total debt, $11,849,876 is payable in US funds. The agreements are 
secured by one Boeing 747 and its ancillary equipment together 
with a subordinated debenture on one Boeing 707. 


10.00% Debenture, due February 1979, with equal monthly principal 
payments of $6,427. The debenture is secured by a first fixed 
charge on specific aircraft. 


Secured Note Purchase Agreement, due November 1983, with semi- 
annual payments totalling $2,385,372 from 1977 to 1979, one 
payment of $795,120 in 1980 and semi-annual payments totalling 
$2,120,330 in 1983 together with interest at 2.25% above the prime 
lending rate. The agreement is secured by one Boeing 747. 


8% Term Loan, payable in United States currency to Export-Import 
Bank of the United States in six successive semi-annual payments 
commencing on May 15, 1980, in the amount of $460,687 (US) and 
thereafter in the amount of $1,382,063 (US). The loan is guaranteed 
by a commercial bank for a fee of 1% of a portion of the loan and 
1.5% of the remainder. 


Bank Term Loan, due November 1983, with semi-annual payments 
totalling $382,500 from 1977 to 1979, $152,250 in 1980, $37,125 in 
1981 and 1982 and $340,000 in 1983 with interest at 1.5% above 
the prime lending rate. 


Bank Term Loan, due May 1979, with monthly payments totalling 
$190,000 in 1977, $207,000 in 1978 and $90,500 in 1979 together 
with interest at 1.5% above the prime lending rate. 


Bank Term Loan, due January 1982, with monthly payments totalling 
$396,000 annually from 1977 to 1980, $402,000 in 1981 and 
$135,000 in 1982, together with interest at 2.0% above the prime 
lending rate. 


Miscellaneous mortgages and equipment purchase agreements 
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1976 


2057 19,022 
192,807 
353; 1o4 


36,265 


$ 1,301,248 | 


1976 


$ 1,853,000 


20,930,486 


167,102 


10,071,566 


TAIZ O22 


1,7 13,999 


487,500 


2, 12,0003 


96,942 


44,934,217 
“ 


1975 


$ 846,580 
288,894 
353,154 

42,664 


pea vas 2 


1975 


$ 2,021,000 


23,214 588 


244 226 


12,456,938 


TL AO2 O22 


2,479,000 


665,500 


2,917,000; 
124,301 


51,215,175 


Long-Term Debt—continued 1976 1975 


44,934,217 bly 215 175 
Less available bank term loan proceeds not drawn at year end 500; 2507 599.250" 

44,433,967 DU;615, 975 
Principal due within one year on long term debt 6,056,702 = 6,110,002 


$38,377,265 $44,505,923 


Bank term loans are secured by a chattel mortgage on specific aircraft and aircraft engines, general assign- 
ment of accounts receivable and a land mortgage on the Yellowknife hangar. . 


Certain debt agreements contain restrictions on the amount of additional debt, the creation of liens and 
guarantees, the payment of cash dividends and on loans to officers and employees. No default of these restric- 
tions exists. In addition, certain debt agreements include covenants by the Company with respect to maintenance 
of working capital, capital expenditures and investments, some of which have not been met. The matter of these 
defaults is the subject of discussions and negotiations with the lenders. A remedy for these situations is a part of 
the financial planning relevant to aircraft acquisition financing, the detail of which is referred to in Note 9. 


Principal due on existing long term debt, expressed in Canadian dollars, will be $6,325,647, $6,445,582, 
$6,668,569 and $6,997,730 in each of the years 1978 to 1981 respectively. 


5. CAPITAL STOCK 


Each preferred share is convertible at the option of the holder into 3% fully paid common shares. The holder 
is not entitled to vote the preferred shares at any meeting except when dividends on the preferred shares remain 
unpaid for two years. 


The preferred shares are redeemable at par or under certain prescribed conditions at $11 per share. 


During the year, pursuant to an option agreement with an executive officer, 50,004 common shares were 
issued for a cash consideration of $45,004. 


6. DIVIDENDS 


During the year, the Company declared a dividend of $1.20 per share on the outstanding preferred shares, 
payable in the amount of 30 cents per share on December 31, 1976 and 90 cents per share on January 31, 1977. 
The Company paid a dividend of 6 cents per common share to shareholders of record on June 30, 1976. 


7. RETAINED EARNINGS 


During the year the Company redeemed 30,000 of its preferred shares at par and consequently $300,000 of its 
retained earnings has been designated as a capital redemption reserve fund as defined in the Alberta Companies 
Act and is not available for dividends (see Note 9). 


8. CONTINGENT LIABILITIES 


On July 16, 1975, an action was commenced in The Supreme Court of Ontario by T. R. W. Canada Limited 
against International Vacations Ltd. and Wardair International Ltd. alleging repudiation and breach of certain 
obligations under rental agreements for computer equipment. The claim is in the amount of $600,000. Interna- 
tional Vacations Ltd. and Wardair International Ltd., on the advice of counsel, believe that this action will be 
successfully defended. International Vacations Ltd. and Wardair International Ltd. have denied liability and have 
asserted a counterclaim against the plaintiffs in the amount of $200,000. 


There are additional claims and actions pending against the Company, some of which are adequately covered 
by insurance. The outcome of these matters should have no adverse effect on the Company’s financial position. 
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10. 


11. 
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COMMITMENTS AND SUBSEQUENT EVENTS 


The Company has under lease until 1979, a Boeing 707 jet aircraft at an annual rental of $1,358,000 (US) with © 
an option to purchase the aircraft at the expiration of the lease for $1,500,000 (US). This lease agreement restricts 
payment of dividends, capital expenditures, redemption of capital stock and similar distributions, except with the 
concurrence of the lessor. 


The Company is obligated under long term lease agreements, including $1,358,000 (US) referred to above, for 
aggregate basic annual rentals of approximately $3,511,000, $3,412,000, $2,259,000, $1,820,000 and $1,709,000 in 
each of the years 1977 to 1981 respectively, including lease obligations for a new hangar facility at the Edmonton 
International Airport. 


Subsequent to December 31, 1976, the action commenced in The Supreme Court of Alberta by Travacon 
Tours Limited and Funseekers International Ltd. for damages of $5,000,000 and the counterclaim by Wardair 
International Ltd. of $343,399 plus interest, were discontinued by the parties. A settlement agreement was entered 
into with the net result being that the Company will amortize $353,154 representing balances of development 
costs related to traffic routes developed through Funseekers. 


Subsequent to December 31, 1976, in accordance with the share issue provisions, the Company redeemed 
30,000 preferred shares as provided for in the balance sheet. As a consequence, in 1977 the Company will be 
required to designate a further $300,000 of its retained earnings as a capital redemption reserve fund. 


In February 1977, the Company executed Letters of Intent with the McDonnell Douglas Corporation and the 
Boeing Company for the purchase, subject to the consent of lenders and to arranging suitable financing, of two 
DC-10-30 and one Boeing 747-200B aircraft for delivery in 1978 and one Boeing 747-200B aircraft for delivery in 
1979. In addition, a Letter of Intent was entered into with the General Electric Company for the purchase, subject 
to the consent of lenders and to arranging suitable financing, of six spare CF6-50C1/E1 engines for delivery in 1978 
and the lease of two CF6-50C1/E1 engines. 


As a part of this transaction the Company has arranged for disposition of one leased and one owned Boeing 
707 aircraft in 1978 and will realize approximately $14,500,000 therefrom. 


The expenditure for the aircraft, engines, spares, parts and support equipment will aggregate approximately 
$214,000,000, net of the proceeds of sale noted above. 


INCOME TAXES 


The Company and its subsidiaries claim capital cost allowance and other deductions allowed for income tax 
purposes in excess of the related amounts reflected in the accounts and provide in their accounts only for the 
taxes payable for the year. This accounting treatment differs from the tax allocation basis under which the income 
tax provision is based on earnings reported in the accounts. 


If the tax allocation basis had been followed in current and prior years, earnings would have been reduced by 
$670,000 for 1976 and $2,177,000 for 1975. Reported net earnings per common share would have been $0.01 for 
1976 and $0.65 for 1975. ine! cumulative effect on retained earnings to December 31, 1976 would have been a 
reduction of $5,932,000. y 


The Canadian Institute of Chartered Accountants recommends the tax allocation basis for all but certain 
regulated corporations. Management does not concur that this principle is appropriate for the Company. The 
capital cost allowance on flight equipment is substantially in excess of the depreciation recorded in the accounts. 
Consequently, the deferred tax liability which results from the tax allocation basis is expected to be indefinitely 
postponed. Accordingly, there should be no necessity to provide an amount for which the payment date is 
indeterminable. 


FEDERAL ANTI-INFLATION LEGISLATION 


The Company is subject to the Anti-Inflation Act, which restrains increases in certain prices, profit margins, 
compensation and dividends. The Company has filed reports with the Anti-Inflation Board in compliance with the 
requirements of the Act. 


REMUNERATION OF DIRECTORS AND OFFICERS 


Remuneration of the directors and officers of the Company and its subsidiaries, including the five highest 
paid employees other than flight personnel, amounted to $412,000. 
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& Co, CHARTERED ACCOUNTANTS 


AUDITORS' REPORT 


To the Shareholders 
Wardair International Ltd. 

We have examined the consolidated balance sheet of Wardair 
International Ltd. (formerly Wardair Canada Ltd.) and its subsidiaries 
as at December 31, 1976 and the consolidated statements of earnings, 
retained earnings and changes in financial position for the year then 
ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 


procedures as we considered necessary in the circumstances. 


In our opinion, except for the effect of not providing for 
deferred income taxes as explained in Note 10 to the financial state- 
ments, these financial statements present fairly the financial position 
of the companies as at December 31, 1976 and the results of their 
operations and the changes in their financial position for the year 
then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year, after 
giving retroactive effect to the change in accounting policy regarding 


provision for aircraft overhaul as explained in Note 1 to the financial 


statements. 
eae ae 
Edmonton, Alberta ‘ 


March 11, 1977 Chartered Accountants 


OFFICES THROUGHOUT CANADA AND ASSOCIATES THROUGHOUT THE WORLD 


WA 


SIX YEAR REVIEW 


FINANCIAL 1976 1975 1974 ** 1973)* = 19 720= 1971 ** 
Operating Revenue $75,974,806 $70,096,428 $41,206,648 $28,912,480 $19,671,310 $18,785,355 
Operating Profit 57/55 (3h5)1| 9,793,314 4,307,498 DANY V2 35) SES 868,510 
Net Earnings 1,036,649 4,660, 140 1,669,739 913,76 271,996 5637 19) 
Cash Flow Provided By Operations 6,315,762 9,658,055 6,610,878 3,690,760 1,435,859 1,982,586 
Depreciation and Amortization Sy PS) AN Ne} 4,997,915 4,941,138 DA IKey SWS) 1,163,863 1,419,395 
Interest on Debt 4,759,242 5133) 174 PASTE SS) 1,877,191 469,773 Sy Sats} 
Debenture Debt Repaid 6,154,599 11,624,719 Dh PSI Ko'0'5) lp 729235 1,411,266 955,000 
Additions to Property 3,662,425 (Op 3v/3y, 1535) 24,979,730 28,768,853 839,283 191,983 
Debenture Debt 44 337,025 50,491,624 52,832,399 30,979, 308 5,118,475 5,780,000 
Invested Capital 5I9B9F295 65,833,493 61,929,693 35,380,240 8,605,626 8, 994155 
Percentage of Debt to 

Invested Capital 74.0% 76.7% 85.3% 87.6% 59.5% 64.3% 
Return on Investment 19.6% 14.8% 7.0% 7.9% 8.6% 11.7% 
Operating Margin 7.6% 14.0% 10.5% 9.7% 1.2% 4.6% 
Debt— Equity Ratio 2.8 ae 5.8 7.0 1.5 1.8 
Price— Earnings Ratio 10.4 1.6 Dei, Seo 3}3).3) 8.6 
Yield Per International 

Passenger Mile SHASKE 3.8¢ Bee BAKE DASE DSC 
Earnings Per Share $0.22 $1.33 $0.52 $0.28 $0.08 $0.17 
Book Value Per Common Share $3.83 Soar $1.87 $1.36 $1.08 $0.99 

OPERATING 
International service only — ee = : a 
Passengers carried i 547,149 | (527,070 ? 350,457 7 | 273,659 ) 205,677 2 _187,665 ie’, 
Passenger miles (000’s) 1,798,700 1,762,459 1, Woo 948 986 692,851 704,855 
Freight ton miles (000’s): a = = — 307 - 
Aircraft miles (000’s) 7,99) 7,610 5,690 5,524 5,647 5 SS) 
Aircraft hours 16,165 15,488 1 S25 11,208 lal eAGul 11,413 

PERSONNEL* 

Average Number of Employees 1,484 1,263 948 666 520 470 
Employee Wages and 

Benefits (000’s) $ 17,810 $ 12,981 $ 8,072 $ 6,288 $ 4,817 $ 4,180 
Revenue Per Employee (000’s) $ ; Bil $ 55 $ 43 $ 43 $ 38 $ 40 

* Hotel operations not included. 

** As previously reported without reflecting prior years’ adjustment for depreciation and change in overhaul provision policy. 

DISTRIBUTION OF CAPITAL 

Shareholders Shares Held Percentage 
1976 1975 1976 1975 1976 1975 

CANADA 1,437 1,534 3,270,041 3,217,452 99.47% O37 76 

UNITED STATES 18 18 16,569 19,004 50% 159% 

OTHER 7 re 960 TelO .03% 04% 

5 
1,462 17559 By LOL LU 3° 237 500 100.00% 100.00 % 
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OFFICERS AND SENIOR EXECUTIVES — OPERATING COMPANIES 


WARDAIR CANADA [1975] LTD. 
MAXWELL W. WARD 
TekeSPALDUNG 
M.D. WARD 
Poe ES TOCK 
R. BROWN 
G. D2 CURLEY 
N. A. PATTERSON 
A. B. FREEMAN 
OOK UT 
W.C. BESANT 
J. R. LOEW 
D. R. ROUSE 


INTERNATIONAL VACATIONS LTD. 
MAXWELL W. WARD 
T. L. SPALDING 
M. D. WARD 
J. J. ESTOCK 
Ge D. CURLEY 
N. A. PATTERSON 
T. B. DUNNIGAN 
B. WALKER 


WARDAIR [U.K.] LIMITED 
MAXWELL W. WARD 
Joke STANDEEY 
G. W. HOPKINSON 
Ja PESTOCK 


WARDAIR JAMAICA LIMITED 
MAXWELL W. WARD 
G. D. CURLEY 
Ia JES LOCK 


WARDAIR HAWAII LIMITED 
MAXWELL W. WARD 
T. L. SPALDING 
M. D. WARD 
J. J. ESTOCK 


Chairman & President 
Executive Vice-President 
Secretary- Treasurer 
Assistant-Secretary 


Vice-President, Maintenance & Engineering 


Vice-President, Marketing 
Vice-President, Finance 
Vice-President, Flight Operations 
Manager, Northern Operation 
Director, Passenger Services 
Director, In-Flight Services 


Director, Customer Relations & Consumer Affairs 


President 

Executive Vice-President 
Secretary- Treasurer 
Assistant-Secretary 

Vice-President & General Manager 
Vice-President, Finance 

Director, Systems & Administration 
Director, Sales & Marketing 


Chairman 
Managing Director 
Secretary 
Assistant-Secretary 


President 
Secretary- Treasurer 
Assistant-Secretary 


President 

Executive Vice-President 
Secretary- Treasurer 
Assistant-Secretary 
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CORPORATE INFORMATION 


HEAD OFFICE: 
2201 Toronto Dominion Tower 


Edmonton Centre Edmonton, Alberta 


15) OK4 
SHARES LISTED: 


Toronto Stock Exchange 


Vancouver Stock Exchange 


AUDITORS: 
Thorne Riddell & Co. 


Edmonton, Alberta 


TRUSTEE: 


Montreal Trust Company 
Edmonton, Alberta 


REGISTRAR AND TRANSFER AGENT: 


Montreal Trust Company 


Edmonton, Toronto and Vancouver 


BANKERS: 
Bank of Nova Scotia Jamaica Ltd. 
Falmouth, Jamaica 


Canadian Imperial Bank of Commerce 
Edmonton, Alberta 

Mercantile Bank of Canada 
Edmonton, Alberta 

Royal Bank of Canada 


Edmonton, Alberta 


GLOSSARY OF TERMS 


INVESTED CAPITAL 
Sum of long-term debt 
and shareholders’ equity. 


RETURN ON INVESTMENT 
Net income after income 
tax plus net interest 
expense expressed as 
percentage of invested 
capital. 


OPERATING MARGIN 
Operating profit as a 
percent of operating 
revenues. 


DEBT-EQUITY RATIO 
Number of times long-term 
debt exceeds shareholders’ 
equity. 


PRICE-EARNINGS RATIO 
Number of times market 
price exceeds earnings 
per share. 


YIELD 
Average revenue per 
revenue passenger mile. 


PASSENGER MILES 

Total revenue passengers 
carried multiplied by the 
number of miles they are 
flown. 


FREIGHT TON MILES 
Total tons of freight 
traffic carried multiplied 
by the miles flown. 
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